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Bralorne Can-Fer Resources Limited 


Report to the Shareholders: 


Your management, in the endeavour to make 
your Company a vibrant force in the Canadian 
natural resources field, took several significant 
steps towards that goal. The most important 
was the purchase of Can-Fer Mines Limited, a 
royalty holding and exploration company. The 
acquisition of Can-Fer was approved by the 
shareholders of both companies subject to a 
favourable ruling by the Commissioner of 
Internal Revenue of the United States of Amer- 
ica. This ruling was received and the acqui- 
sition was consummated early in December, 
1969. Your Board of Directors was then 
strengthened by the inclusion of all the former 
directors of both companies and the name of 
the Company was changed to Bralorne Can-Fer 
Resources Limited to indicate the broader goals 
of the organization. 


Gold sales and other income, including the 
income of Can-Fer for the full year, totalled 
$2,389,362. Advance royalties received from 
Algoma Steel Corporation for the Kowkash 
iron ore property amounted to $200,000. Ad- 
vance payments will continue at this annual 
rate until 1985 unless Algoma Steel places the 
property in production in which event royalties 
would be payable on a tonnage basis. Algoma 
Steel has not yet stated when it plans to place 
the property in production. 


Income before providing for depreciation 
and depletion, other non-cash items and the 
write-off of certain exploration expenditures 
was $632,811 and after deducting these 
amounts the net income for the year was 
$24,031. This was after deduction of the cost 
of the Can-Fer acquisition which was approxi- 
mately $85,000. Working capital at December 
31, 1969 was $2,888,292 including cash and 
time deposits amounting to $2,068,178. 


The note received in 1968 for the sale of 
Concrete Technology (B.C.) Ltd., a former sub- 


sidiary producing prestressed and precast con- 
crete, was reduced to $1,575,000 in 1969 by 
payment of the first instalment. This note 
carries interest at 7%. 


Income from the gold mine at Bralorne, 
British Columbia, decreased due to a reduction 
in the tonnage and grade of ore treated. A 
more detailed account of this operation is in- 
cluded in the report by Mr. G. H. Davenport, 
President. 


Exploration efforts of the Company con- 
tinued unabated in 1969. During the work 
season a total of 23 geologists, engineers and 
prospectors was employed. Since the Com- 
pany has on its Board of Directors several 
members and organizations represented who 
are leading coal producers and experts, it was 
decided that the Company could with advan- 
tage enter this field in western Canada. A full 
account of these activities is included in the 
report of Mr. C. A. Burns, Executive Vice- 
President. 


Bralorne Can-Fer Resources Limited owns 
2,041,295 shares of Bralorne Oil & Gas Limited 
or 71% of the shares currently outstanding. 
During 1969 the Board of Directors of that 
Company took certain steps which have trans- 
formed Bralorne Oil & Gas Limited from a 
small, scarcely-known unit into an aggressive 
and well financed company in the Canadian 
petroleum industry. 


Firstly, in March 1969, Mr. Harry Dernick 
was elected President of that company. Mr. 
Dernick has been active in the petroleum in- 
dustry in Canada and the United States since 
1947 and has a successful record of acquiring 
and developing oil and gas production. An 
active exploration and acquisition policy was 
begun immediately. As a result of acquisitions, 
unitization of properties and a re-evaluation 


arising from better than anticipated perform- 
ance of the Manitoba properties, reserves at 
year end totalled 4,137,000 barrels of oil and 
27 billion cubic feet of natural gas compared to 
1,159,000 barrels and 20 billion cubic feet re- 
spectively at the previous year end. In January, 
1970, a further acquisition added 700,000 bar- 
rels of oil and 13 billion cubic feet of gas to the 
above reserves. 


Secondly, in October 1969, an agreement 
was completed with Chemcell Limited, a major 
manufacturer of chemicals, synthetic fibres, 
fabrics and carpets, whereby Chemcell expects 
to invest over $10 million over the next five 
years in the exploration for and acquisition 
of oil and gas properties. Chemcell Limited, 
having decided to move into the oil and gas 
business, investigated a large number of com- 
panies before selecting Bralorne Oil & Gas 
Limited to manage its investments in this field. 
Bralorne Oil & Gas will earn fees and working 
interests for acting as manager and will par- 
ticipate in the program on its own behalf. 
Chemcell has the option, during the five year 
period, of progressively acquiring treasury 
shares of Bralorne Oil & Gas until it has a con- 
trolling interest, at a total cost of between 
$5 and $6 million. Chemcell has purchased 
250,000 shares to date. 


Because your Company’s percentage interest 
in Bralorne Oil & Gas Limited will gradually 
decline as Chemcell exercises its options to 
purchase shares, the accounts of that sub- 
sidiary have not been consolidated with those 
of your Company but are shown separately in 
this report. The 1968 figures for comparison 
have been restated accordingly. 


Your Directors are determined to make Bra- 
lorne Can-Fer Resources Limited and Bralorne 
Oil & Gas Limited vital forces in the natural 
resources field and, in addition to carrying 


on an exploration program, will endeavour to 
acquire other companies which are active in 


this field. 


The management is ably assisted by a com- 
petent staff experienced in mine management, 
exploration and administration. We express 
our appreciation to them and to all Company 
employees. We also thank the shareholders 
who have loyally supported the actions of the 
Board. 


On behalf of the Board, 


LE ee) 


Paul Porzelt, 7 
Chairman 


April 3, 1970 


Report on Operations 


The mine at Bralorne continued to return 
excellent results considering the many diffi- 
culties inherent in operating at great depth and 
the continued rise in costs of all supplies and 
services as opposed to a fixed price for gold. 


Tonnage mined was slightly lower than in 
1969, primarily due to a deferral of production 
from 44 level while development of lower 
levels was in progress. 


Profit on operations before depreciation and 
depletion was $284,760, compared to $501,019 
in 1968. 


USES, 1968 


moms Vill leclan eet) eee aie 94,396 100,660 
Mill Plead:Gcrade 25 24: - 0.51 0.54 
Ounces Gold Recovered ... 46,429 52,686 


Mine Development and Exploration 


Drifting on the 77 vein on 44 level was com- 
pleted in July and developed an ore shoot 520 
feet in length averaging 7.2 feet in width and 
0.80 ounce gold per ton. In view of these en- 
couraging results, it was decided to defer pro- 
duction from this level and to explore the vein 
below by driving a decline in the ore. This 
work, carried out by trackless equipment, has 
been completed. Values and widths encoun- 
tered were comparable to those on 44 level. 
Mining on 44 level and below has commenced. 


Early in the year two 48-inch diameter holes 
were bored to provide ventilation and service 
to the new 44 level. These completed our raise 
boring program and the machine was sold. The 
lower levels of the mine could not have been 
developed without this raise boring machine 
and the overall cost was substantially reduced 
by employing it on outside contract work when 
it was not required at the property. 


Ore Reserves 


Ore reserves at year end totalled 165,000 
tons of an average grade of 0.57 ounce gold 
per ton. It is anticipated that up to 55,000 tons 
averaging 0.49 ounce gold per ton will be left 


as pillars and that approximately 110,000 tons 
of an average grade of 0.60 ounce gold per ton 
will be available for mining. Figures include a 
20% allowance for dilution. 


Cost-Aid 


Mining operations at Bralorne, like those at 
most other Canadian gold mines, would not be 
profitable without the assistance payable under 
the Emergency Gold Mining Assistance Act. 
This Act, originally passed in 1948, will expire 
at the end of 1970 unless further extended. The 
Government of Canada is presently examining 
the implications of termination of the Act and 
no decision has been made regarding extension. 


Other Mining Properties 


In addition to carrying on an extensive ex- 
ploration program, your Company is continu- 
ing its search for opportunities to participate 
in mining properties which require senior 
financing and experienced operating manage- 
ment to bring them into production. 


In October 1969, an agreement was nego- 
tiated with Dolly Varden Mines Ltd. (N.P.L.) 
whereby your Company has the option, exer- 
cisable on or before April 30, 1970, to enter 
into a Joint Venture to place the Dolly Varden 
silver property at Alice Arm, British Columbia 
in production. A program of diamond drilling 
and sampling was carried out and the results 
are being studied. 


Acknowledgement 


I wish to thank all employees for their ex- 
cellent performance throughout the year. 


— 
G. H. Davenport, 
President 


April 2, 1970 


Report on Exploration 


During 1969 the Company carried on explo- 
ration principally through the Can-Fer Explo- 
ration Syndicate. The search for base metals, 
silver, uranium and coal by the Syndicate was 
made throughout Canada. 


The Can-Fer Exploration Syndicate was 
formed in 1968 with Bralorne Pioneer, Can- 
Fer, Pacific Petroleums Ltd. and Bralorne Oil & 
Gas Limited as participants. With the merger 
of Bralorne Pioneer and Can-Fer in December, 
1969, Bralorne Can-Fer Resources Limited 
gains the participation in the Syndicate of both 
companies. 


Uranium Program 


One of the largest projects undertaken by 
the Syndicate during 1969 was exploration of 
a 230-square mile permit southwest of Wol- 
laston Lake in northern Saskatchewan. Before 
the end of the first permit year, in December 
1969, two claim blocks totalling some 3,590 
acres plus 10 claims covering 400 acres within 
the area of the permit were taken up. Another 
claim block containing about 1,400 acres has 
been staked since. 


Aerial, geological, and ground radiometric 
surveys and prospecting were conducted on the 
permit, plus some trenching and detailed geo- 
logical mapping in areas of radioactive occur- 
rences. 


Uranium mineralization was found in sev- 
eral places within the staked areas, in mixed 
rock assemblages of pegmatite, granitic gneis- 
ses, and schists. The highest grade occurrence 
found is at the edge of and runs into a lake. 
The mineralized zone is exposed for a length 
of 170 feet and a width of 5.5 to 34 feet with 
neither the full width nor length believed to be 
exposed. The average grade of channel samples 
from six trenches is 1.8 pounds U3QOg per ton. 
Drilling is underway on this occurrence from 
the ice of the lake. 


Some 4,800 feet southerly, at the edge of the 
same lake, a second occurrence of uranium 
mineralization is in pegmatite. The pegmatite 
is exposed on a knoll across a width of 130 feet. 
Near the centre of the pegmatite, within a 
width of 60 feet, assays were obtained running 
0.7 pounds U3Qs per ton across 25 feet and 0.4 
to 0.7 pounds U3QOg per ton across 18 feet. In 
another area a few miles away similar, rather 
low grade assays were obtained across widths 
of over 50 feet. Further work will be done in 
these areas. 


In northern Ontario a uranium occurrence, 
discovered by an airborne survey, has had 
some trenching done on it. Samples from the 
trenching give assays of 1.6 pounds U3QOg per 
ton over a width of 914 feet and a length of 
170 feet. The zone is open for extension on the 
trend in one direction. More work will be done 
here. 


Coal Project 


The export market for Canadian coking coal 
has greatly improved in recent years. The Com- 
pany hopes to gain a share of this expanding 
market and, with this aim in view, last year 
took out a coal exploration permit on 22,400 
acres in the Savanna Creek area of southwest- 
ern Alberta. The area is about 40 miles north 
of Coleman. The permit is in two groups, a 
southern group of five sections and a northern 
group covering 30 square miles. The two 
groups are three miles apart. 


Geological work started during August, but 
was suspended for about one and a half 
months because of forest fire hazard. Work 
was resumed on the southern group of five 
square miles; this entailed prospecting, trench- 
ing with a bulldozer, limited geology, and 
6,745 feet of drilling in 57 holes. 


Seven trenches on the southern group were 
cut across the coal-bearing formation at 
roughly half mile intervals. Not all parts of 
these trenches penetrated the over-burden and 
reached rock; however, coal seams were ex- 
posed in each trench. The widths of coal ex- 
posed in the trenches, in seams which are more 
than six feet in thickness, varies from over 
50 feet to over 120 feet. 


The Company’s coal consultant has made a 
preliminary estimate of possible reserves in the 
southern five square miles to be some six mil- 
lion tons of strippable coal and 56 million tons 
of underground coal above the level of natural 
drainage. There are additional underground 
reserves below natural drainage. 


Results to date are encouraging. Much addi- 
tional work, however, remains to be done on 
these coal properties to assess their full poten- 
tial. The program will resume in the spring of 
1970. 


Copper Prospects 


A copper prospect on Vancouver Island, 
owned one-third by the Can-Fer Exploration 
Syndicate and two-thirds by another mining 
company, had four diamond drill holes put 
down on it. Results were discouraging and there 
is no further work planned at the present time. 
Also on Vancouver Island, in partnership with 
the same company, 16 claims were staked on 
a copper-molybdenite discovery. Widespread 
but low grade copper-molybdenite mineraliza- 
tion is indicated. No additional testing of the 
prospect is planned. 


Elsewhere in British Columbia a small cop- 
per discovery was staked by the Syndicate. 
More work is required to assess the potential 


of the find. 


Work on other prospects held by the Syndi- 
cate was either negative or inconclusive. 


A copper-molybdenite prospect near Port 
Hardy, Vancouver Island, in which Bralorne 
Can-Fer Resources has a direct 29% interest, 
had more geology done on it during the year. 
A partner is being sought to participate in an 
extensive exploration program on the property. 


During 1970 the Company will continue to 
explore in Canada through the Can-Fer Explo- 
ration Syndicate. At the same time, manage- 
ment is pursuing a policy that would broaden 
the Company’s scope of activities, through pos- 
sible acquisitions of other companies. 


GRAS Burns: 
Executive Vice-President 


March 15, 1970 


Bralorne Can-Fer Resources Limited 
Balance Sheet as at December 31, 1969 (Note 1) 


Assets 


CURRENT ASSETS: 

Cash-and time deposits) me cesec.. cs ee ee eee ee eee 
Bullionsatinet realizablewvaltiemen aes oe eee 
Marketable securities, at cost less amounts written off 

(market values$4/550) 1968 $47,003) 2a eee eee 
Receivable under The Emergency Gold Mining Assistance Act......... 
Accounts and notes receivable wn ss eine er eee eee 


Inventories of stores and supplies, at cost 


less allowance for obsolescence, not in excess of replacement cost 
Refundable deposits and prepaid items 


6) ever en) e)0)eMia} <a: lefi\e “sir Je. en le) Tue) se Ge) oa sf 0) 6) (ellis, (oi ke’ 


Special refundable tax 


Sie) (of io) coh ene; ele) Ke! Awl (ese ketisl 16; jel (ail evita’ ‘a! (of “) (ed ietnelienelivinist “eMisiieT aie ten aimen (ole 


INVESTMENT IN SUBSIDIARY, 
Bralome. Ou @ Gace Limited (Notes) ta waeer ew eee ee nee een 


OTHER ASSETS: 
Long term receivable (Note 2) 2.4.55 . cane ee ene ee 


Royalty contract with The Algoma Steel Corporation, Limited, 

abinomunal value: (Note) 3)s svete aan kis 5 oe re eee ere ee 
Lifeinsurance policy,,at cashysurrendérvaluciem = aa) re te eee 
Deferred exploration expenditures (Note 1) ...........0.0ee eee eeeee 


Deferred income taxes (Note 4) 


CAPITAL ASSETS (Note 3): 
Mining properties, development and exploration, at cost 
less accumulated depletion of $4,277,238 (1968 — $4,141,874) 
Buildings, plant and equipment, at cost 
less accumulated depreciation of $3,688,231 (1968 — $3,733,929) 


1968 


$1,235,462 


S27 007 


45,019 
242,720 
720,766 


98,849 
22,799 
8,033 


2,905,611 


2,096,566 


i575; 000 


1 

Oo,9 rz 
237,162 
56,000 


1,924,075 


496,238 


584,163 


1,080,401 
$7,606,653 


Liabilities 


1968 
CURRENT LIABILITIES: 
NecoUNteDayablemnd accrued iabilitiess.. «is, 1. 40.8 5 ease ee $ 176,860 
Wis COC. ana Dl CM © o'site Euan ca.al Certs aes wae eee eke lakes ae ee 375287 
214,147 
CAPITAL AND SURPLUS: 
Share capital (Note 5) — 
Authorized: 
7,500,000 shares of no par value 
Issued: 
WS SIT OR Warec sate als ae ee eee 5,930,428 
Earmedisurplus-—=per statement.attached #4. ec ates eee eee eee 1,462,078 
7,392,506 
SIGNED ON BEHALF OF THE BOARD: 
Paul Porzelt, Director 
George H. Davenport, Director 
$7,606,653 


Auditors’ Report 
To the Shareholders of Bralorne Can-Fer Resources Limited: 


We have examined the balance sheet of Bralorne Can-Fer Resources Limited as at December 31, 1969 and the statements 
of income and earned surplus and source and disposition of working capital for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 

In our opinion the accompanying financial statements present fairly the financial position of the company as at December 
31, 1969 and the results of its operations and the source and disposition of its working capital for the year then ended, in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year, 
after the restatement (with which we concur) of the financial statements for that year as explained in Note 1. 


Vancouver, B.C. PRICE WATERHOUSE & CO. 
April 6, 1970. Chartered Accountants. 


Bralorne Can-Fer Resources Limited 


Statement of Income 


and Earned Surplus 
For the Year Ended December 31, 1969 (Note 1) 


1968 
Sales and other income: SF 
Gold sbulliorie®. 3 ots. cby sh Sk eee ees a ee ee ee $1,996,278 
Royalty iicomie meee cs <5). cto Sarees ae enn ir en eA a aa 200,000 
Investmentandotner incoime:(riet) epeea ne ne ee re ee 194,209 
Profiven.disposal.or investinents \ss.saa0 Si ae eee ee eee 30,003 
2,420,490 
Costs and expenses: 
Gold. mimi o7(INOTCES eter toe see ete ee te Tens eee ee 2,293,548 
Recoverable expenses under The Emergency Gold Mining 
ASSi6 Pan CeVA Cmts crs oh my 5 oyeratd a ean ena ES nes Oe ea ee (541,089) 
Administrative and general, less management charges 
tO Othereompanies 6 paces ec ea Me a ee ee ee ee 216,509 
Explorations NOtewlt) tarx.> mete tres se Senne meee ene eae a ee ae 7,301 
Share ofloss OM bralome Oil & Gas himited (Note) a eee re 34,011 
Loss of subsidiary disposed of in 1968)... 4. 5.00 ae een eee 48,908 
Deferred income taxes ...-..- SILA Beste Pc ue Ob eae ewes eer ae a tee 153,000 
fo Phy MX! 
Income:betoreextragrdinary item=... 4.99 et re een ee ee 208,302 
Adjustment arising on disposal of investment in subsidiary ............... 206,585 
Ineomerl OrtNesy Eales) Sect et ean eee © eee ee ace 414,887 
Earned surplus == at peciining of year a). ee ee 1,047,191 
Earned surplusteeyat end.ob yeatuge secre © Aine Sua cy aeeen ae oe eee $1 48 $1,462,078 
Income per ordinary share — 
Before extraordinary item mas.ta reer oe een tee $.04 


After extraordinary item 


cher ee) OU On We aE OOO teb OD OC oe neo Oa Oo Com oo 


$.09 


Bralorne Can-Fer Resources Limited 


Statement of Source and 
Disposition of Working Capital 
For the Year Ended December 31, 1969 (Note 1) 


VWWiorkine capitala endsOny eal ecu asuAreesareuhis. «aq tid, “yp sMadolenebenatn pti. eras: 


1968 
Source of working capital: 
ICOMCELOMLIG. Catan teins ween, tert. una 0s een nn 4.0 $ 414,887 
Non-cash items affecting working capital — 
Depreciation, depletion, deferred income taxes and share of loss 
OMSUDSIcdianyae ae een Ser. | Aan t sks eee ee ee 302,4 450,706 
865,593 
Incralmenwon one wer inuteceVaDlerou.5 ok. ee. oe ces een eee ae 175,000 ze 
Recovery of investment in and advances to subsidiary, 
less portion included as anon-current receivable .................. 432,197 
Reduction (increase) in investment in shares of 
Be ralornel@ ice Gra St Limi tedie ge ten che 2G so ee ate Ona ce ee: 156,00( (299,036) 
Recoveries (expenditures) on capital assets (net) ...............2-00- D5) 515 (11,918) 
986,836 
Disposition of working capital: 
Exploration expenditures, less amounts charged to current income 237,162 
Increase in cash surrender value of life insurance policy .............. 2,358 2,400 
239,562 
WnereascinawOcking capital during the Vedat a... e cle dehy Que eS 596,828 747,274 
Working capitabatpesinning Of year Grr ee te. 4. ame weer hare 2.91 1,544,190 
$2,291,464 


Bralorne Can-Fer Resources Limited 


Notes to Financial Statements 
December 31, 1969 


1. ACCOUNTING PRINCIPLES AND 
PRAGTIGES: 


The financial statements of the company 
(formerly Bralorne Pioneer Mines Limited) 
include the assets, business and undertaking 
of Can-Fer Mines Limited (Can-Fer) acquired 
under the terms of an agreement dated April 
30, 1969 and effective on December 2, 1969, 
the date of closing. This transaction has been 
accounted for on a pooling of interests basis 
with related adjustments for income tax allo- 
cation accounting (Note 4). Accordingly, the 
financial statements as at December 31, 1969 
include the acquired assets and liabilities of 
Can-Fer at their book values and the income 
and expenses of Can-Fer for the year then 
ended, share capital includes an amount equal 
to the share capital of Can-Fer, and earned 
surplus includes the earned surplus of Can-Fer 
adjusted for certain assets excluded from the 
purchase transaction. The comparative figures 
for 1968 have been restated in a similar manner 
to reflect this transaction. 


The company’s majority interest in Bralorne 
Oil & Gas Limited comprises 2,041,295 shares 
— 74.9% (2,236,295 shares — 89.5% at De- 
cember 31, 1968). In 1969, Bralorne Oil & Gas 
Limited concluded an exploration agreement 
with a, subsidiary of Chemcell Limited which 
includes provisions whereby that company can 
acquire a majority share interest in Bralorne 
Oil & Gas Limited over a period not exceeding 
five years. The first 125,000 shares of Bralorne 
Oil & Gas Limited covered by this agreement 
were issued during 1969. In the circumstances, 
the company has decided not to consolidate 
Bralorne Oil & Gas Limited in 1969. Instead, 
the investment in this subsidiary is carried at 
cost plus the company’s equity in its undistri- 
buted earned surplus since acquisition, and the 
statement of income and earned surplus in- 
cludes the company’s share of the net loss of 
this subsidiary for 1969 and 1968. 


In 1969, the company adopted the practice, 
retroactive to 1968, of deferring exploration 


expenditures on mining properties continuing 
under examination (for consistency with the 
policy followed by Can-Fer Mines Limited 
prior to acquisition). Such costs will be amor- 
tized against production from the relevant 
properties or written off upon cessation of 
work thereon. As a result of this retroactive 
change in accounting principles and the appli- 
cation of tax allocation accounting to the Can- 
Fer operations, net income for the year ended 
December 31, 1968 has been restated and de- 
creased by $47,874, and earned surplus bal- 
ances as at the beginning and end of 1968 have 
been restated and increased by $389,000 and 
$341,126, respectively. 


2. LONG-TERM RECEIVABLE: 


Under the 1968 agreement for the sale of the 
company’s interest in Concrete Technology 
(B.C.) Limited (now renamed Pacific Prestress 
Ltd.), a ten-year 7% instalment debenture of 
that company was received on account of pre- 
vious advances. The remaining equal annual 
debenture instalments are due in November 
each Wear 1 17S, the non-current portion 
being shown separately in the accompanying 
balance sheet. Final consideration has yet to be 
determined under the agreement but, in the 
opinion of the company, it should not differ 
materially from the amount recorded in the 
attached financial statements. 


3. CAPITAL ASSETS, DEPLETION 
AND DEPRECIATION: 


Under the terms of an agreement dated March 
25, 1965 Can-Fer Mines Limited granted an 
option to The Algoma Steel Corporation, Lim- 
ited to lease certain mining properties, which 
were included in the assets acquired by the 
company and are carried at cost ($203,255). 
The sum of $1,340,000 was received by Can- 
Fer Mines Limited upon the exercise of this 
option and The Algoma Steel Corporation, 
Limited has leased the mining properties for 
99 years computed from August 1, 1965. 
Among other terms, the agreement provides 
for the following: 


(a) An advance annual royalty or rental of 
$200,000 for amaximum period of 20 years 
or until the date of the first shipment of 
iron ore pellets from the mining properties. 
However, from the commencement by the 
lessor of incurring expenditures to bring 
the properties into commercial production, 
no royalty or rent shall be payable for the 
lesser of (1) four years or (2) the period to 
the date that iron ore pellets are shipped 
from the mining properties. These annual 
payments are to be applied against royal- 
ties as calculated in (b) below. 


(b) Commencing with the first commercial 
shipment of iron ore pellets from open cut 
mining operations, the company shall re- 
ceive royalties based on tonnages shipped 
as follows: 


40¢ per gross ton shipped during the 
first year; 

50¢ per gross ton shipped during the 
second year; 

60¢ per gross ton shipped during the 
third year; and 

65¢ per ton thereafter. 


On iron ore pellets produced and shipped 
from ore mined by underground mining 
operations the royalty is 30¢ per gross ton 
of such pellets. 


The annual royalty on iron ore pellets shall 
not be less than $350,000. This minimum 
payment would be reduced if steel ingot 
production in Canada is less than 75% of 
rated capacity. 


No provision has been made for depletion of 
these mining properties since no ore has yet 
been produced from them. Depletion of other 
mining properties has been continued on a unit 
of production basis, having regard to the com- 
pany’s proven ore reserves at December 31, 
1969. 


With minor exceptions, depreciation has been 
continued on a straight-line basis at rates de- 
termined from estimated ore reserves and esti- 


mated salvage values of buildings, plant and 
equipment. 


Depletion and depreciation, charged princi- 
pally to gold mining in the accompanying 
statements of income, are as follows:— 


1969 1968 
Depletion sacs $135,364 $155,700 
Depreciation’ cu... oe 84,353 107,995 


$219,717 $263,695 
4. DEFERRED INCOME TAXES: 


The company follows the tax allocation basis 
of accounting for income taxes, as recom- 
mended by the Canadian Institute of Chartered 
Accountants. Accordingly, income tax adjust- 
ments resulting from claiming capital cost 
allowances and mining exploration expendi- 
tures for tax purposes in amounts different 
from related depreciation and exploration ex- 
penditures charged against income have been 
accounted for in the financial statements. This 
practice was extended to the assets and opera- 
tions acquired from Can-Fer. 


The company has a loss carry-forward for in- 
come tax purposes of approximately $185,000 
for which the tax allocation basis of account- 
ing was not appropriate. This loss carry-for- 
ward is available to 1974 to reduce future in- 
come tax provisions. 


5. SHARE CAPITAL: 


During the year, the company increased its 
authorized capital from 2,000,000 to 7,500,000 
shares of no par value and issued 3,234,260 
shares to Can-Fer Mines Limited for a stated 
consideration of $1,496,028, in connection 
with the agreement to purchase certain assets, 
business and undertaking of that company as 
explained in Note 1. 


6. DIRECTORS’ REMUNERATION: 


The aggregate direct remuneration paid to the 
company’s directors, including salaries of those 
holding positions as officers of the company, 
amounted to $43,370 for the year ended De- 
cember 31, 1969. 


Bralorne Oil & Gas Limited and subsidiary companies 
Consolidated Balance Sheet — December 31, 1969 


Assets 


1968 
CURRENT ASSETS: 
Cash 2. ee Pet et are yee eae eee aa eR a Or ae ea Se oo $ €6411,916 
Short-term investments, at CoSteaec as eee ee ae ee ee - ile ple Zl 
Accounts receivablet. 2.01 octets eye eee a ee ie ee oe ee ee = 106,620 80,314 
Inventories of stores and supplies, at the lower of cost 
or estimated realizable:waltie maine oe en 6 25,091 
Refundable deposits-and)prepaidiitemisemm a. sau ie ere eee ee 31,368 14,747 
547,189 
OTHER ASSETS: 
Loan. tovancotticer of the.compan ya Noter ase eet een a 
Interest in miming syndicate-at cost (Note?) eta ee ee 669 8,659 
5 %ocrefundable taxten cece ce. ee genes ee, A Oe 1,944 
10,603 
CAPITAL ASSETS, at cost: (Note 3) 
Petroleum and natural gas interests, less 
accumulated depletion of $1,108,533 ($951,162 in 1968) ............ 3 54 1,829,495 
Production and other equipment, less 
accumulated depreciation of $294,356 ($301,252 in 1968) 400,744 
2,230,239 
INCORPORATION AND STOCK ISSUE COSI Si rnrs ee ce oeen ee ree eer /8 25,810 


$2,813,841 


Liabilities 


1968 
CURRENT LIABILITIES: 
Iya) SPORTS: aoe 1 0i5 5 SE Oy pee en ae Noes $ — 
ANSAGPEINES (OR ETS: 3 Aes See ce Rea NE ae ee ene me ee RM ce neer 103,710 
Mur ren moor OneOleerm Dall. lOan 409 ou.s «sis cnt Se --- 
103,710 
DERE RINE DY GA Ses Ault S arpseet rhe. teytie: Man apa ono 5. os Mian Suaniecd, wana vcans cicero eaeue sous eee eee en Geto 19,468 
TERM BANK LOAN, secured by an assignment of production............... — 
Less — Estimated repayments within one year 
MVC Ud eGanyCUErentiabilitieSenhe, aAvnctkech cork Ate ee -— 
SHAREHOLDERS EQUITY: 
Share capital — (Note 4) 
Authorized — 
5,000,000 shares without nominal or par value issuable for 
an aggregate consideration not to exceed $5,000,000 
Issued — 
2,725,000 shares, of which 225,000 shares 
AMET EITSCUCCILOL CASIT IN 1909 86 ys suet et ee ae eee 2,902,051 
Retainecueatnines, per statement attached <2 2 fm: ese ee ee 1287112 
2,690,663 
APPROVED BY THE BOARD: 
Paul Porzelt, Director 
Harry Dernick, Director 
$2,813,841 


Auditors’ Report 
To the Shareholders of Bralorne Oil & Gas Limited: 


We have examined the consolidated balance sheet of Bralorne Oil & Gas Limited and its subsidiary companies as at 
December 31, 1969 and the consolidated statements of income and retained earnings and source and disposition of 
working capital for the year then ended. Our examination included a general review of the accounting procedures and 
such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion these statements present fairly the financial position of the companies as at December 31, 1969 and the 
results of their operations and the source and disposition of their working capital for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year after giving 
retroactive effect to the change in accounting for mining exploration costs as explained in Note 3 to the financial state- 
ments. 


Calgary, Alberta PRICE WATERHOUSE & CO. 
March 4, 1970 Chartered Accountants, 


Bralorne Oil & Gas Limited and subsidiary companies 


Consolidated Statement of 


Income and Retained Earnings 
For the Year Ended December 31, 1969 


Sales and other income: 


Oilandivastsalestyy ccc... aay dk oe ee ere ee 
Management reece sin .ou taunt ier kha rer ar menace 


INCELESTMMN COME ere ee eee Oh LER oe een re eee 


Costs and expenses: 


Productiomexpenses: aio costa eee nea mee ce oe ee 
Administrativerand general expenses 0.7. = eee 


InteresVexpenSemer: ¢chccg yas thee aumento ee 


Provisions for: (Note 3) 


Depletionmers ramet to tics ias cuca takes er ee eee 
Depreciationmemeere ts tr TN aa ae ane oe ee ee 


Mining-exploration:costs. (NOter3 gee a) eee ee ae 


Loss forsthewyears(INote,S) vasa as eee eae eoe arn arn oee 


Retained earnings — beginning of year — 


As previouslyreported: fas 1n ace ee ee ee 
Retroactive adjustment of mining exploration costs (Note 3) 


AS restated Wawra. 25, ws techn Reet a een vo ame ra? ea hen ager ae eae 


$ 540,990 
200 
36,055 


577,245 


PAIL eRe} 
UWID KES 
365,093 
Pil on, 


188,386 
41,741 
27,428 


257,555 
(45,403) 


UWB US 


173,015 


$ 128,112 


Bralorne Oil & Gas Limited and subsidiary companies 


Consolidated Statement of Source 


and Application of Working Capital 
For the Year Ended December 31, 1969 


1968 
Source of working capital: 
Mas stFOrmenie:y Gal gern 5, Seta © PORE, ee... ny ene gens oa as A $ 57,041 $ 45,403 
Add — Provisions for depletion and depreciation 
which do not involve a current outlay of working capital 230/127; 
184,724 
Weterredspasrsalesmen sara w tea ate yc iiss) odie ea het oes Wee (19,468) 19,468 


NeceIpaO tor emer und ablevbaxmemrsere swt, so air niles eae ey ee eee 4 5,206 
Proceeds on sale of capital assets 284,450 


OO. O60) 0) oath Chemie ty OO Oc) Ge oth Or ito Oo. Oech ooo 


Costs recovered on equalization of investment in oil and gas unit 60,098 
ESSE TOE OOO Ons 1a Desa mite Ute were et ans (out etal RS REE ee — 
269,496 
Disposition of working capital: 
Acquisition of petroleum and natural gas interests .................. 530,504 63,834 
Meso arOduetion Dale Gam acouinctes «sae =: » cde he: eee 718,957 a= 
63,834 
Oilkandieasiex ploratiomandvdevelopme§tt gaia... as aes aut 3 267,821 
Rtirenasetolvorcductiontandiother equipment... 0.245 2 ses seen eee 11 37,250 
Mining syndicate exploration costs, less amounts charged 
THO GCUUM RANE (HANGO SORTS 4245.5 ced cece cualo-ocomen eRe nD Eeementno tho a Soares aimtg as Soden eae Bd 28,010 8,659 
oan toranOfficemotsthercOmpally sae erie qcue ant oe, ee etal isetc tase 80,000 —— 
Recuetoncot tetmisbanki loan ecw tase sie cade case ee cena uole L I — 
BLL vO 
WeereaseuiiwoOrkine capital: a ay.) seis ien 10 bao ehs 1 ome ee Gere 677,021)=, (108,074) 
Wotcine capital peginning Of Yeat nme... es sae soe 28 4 eit eye ee 443,479 5b1093 


Working capital end Of year ae. os 2a stew methine ows bisa iin coin $ (233,542) $ 443,479 


Bralorne Oil & Gas Limited and subsidiary companies 


Notes to Financial Statements 
December 31, 1969 


1. BASIS OF CONSOLIDATION: 


The consolidated financial statements include 
the accounts of the Company’s two subsidi- 
aries, Bralorne Petroleums Ltd. and Carleton 
Oil & Gas Development Co. Ltd., which are 
wholly owned. Carleton was acquired as of 
June 30, 1969 and its results of operations have 
been consolidated from that date. 


The excess of the cost of shares of the subsidi- 
aries over the book value of their net assets at 
dates of acquisition have been applied to petro- 
leum and natural gas interests and depletion 
is provided thereon. 


ZRLOAN TOFANTOERIGER OF UHE 
COMPANY: 


The loan was made to an officer director for his 
purchase of 100,000 shares of the Company. 
It is secured only by the related share certifi- 
cates without other recourse to the debtor. The 
certificates are to be released to the debtor pro- 
rata to the loan repayments in ten annual 
instalments. 


3. ACCOUNTING PRACTICES: 


The companies follow the full cost method of 
accounting whereby all costs relating to the 
exploration for and development of oil and gas 
reserves are capitalized, whether productive or 
unproductive, and proceeds on disposal of 
properties are ordinarily deducted from costs 
without recognition of profit or loss. Depletion 
of oil and gas properties is computed on the 
total of all such costs by the unit of production 
method based on overall estimates of proven 
reserves of oil and gas. Depreciation of produc- 
tion equipment is also computed by the unit of 
production method based on overall reserves. 
In 1969 the Company adopted the practice, 
with retroactive effect, of deferring mining 
syndicate exploration costs where properties 
continue under examination; such costs will be 
amortized against production from such prop- 
erties or written off upon cessation of work 
thereon. In 1968 such costs were charged 
against income as incurred. This change had 
the effect of reducing the loss for 1969 by 


$28,010. For comparison, the 1968 accounts 
have been restated by $8,659 in respect of costs 
now deferred. 


Aeon ARE GAEITAL 


On October 31, 1969 the Company concluded 
an exploration agreement with Chemcell Re- 
sources Limited whereby that company may 
invest up to $10,400,000 to the end of 1974 in 
oil and gas properties with Bralorne acting as 
manager of the funds and earning fees and 
working interests as well as participating in the 
programs on its own behalf. 


Pursuant to the agreement, Chemcell Re- 
sources has purchased 125,000 shares of the 
Company’s capital at $2 per share and has 
been granted an option to purchase additional 
shares at the same price. The option is exercis- 
able at the minimum rate of 125,000 shares per 
quarter provided that, on a cumulative basis, 
its investment in the exploration program has 
equalled twice the aggregate issue price of the 
shares which will then have been issued under 
the agreement. When its exploration expendi- 
tures under the program equal $10,400,000 
Chemcell Resources may purchase sufficient 
additional shares which would provide it with 
an aggregate holding of 50 percent plus 1 share 
of the issued, outstanding and reserved capital 
of the Company. The agreement also imposes 
certain restrictions on Bralorne and its subsidi- 
aries, which may be waived. 


The Company intends to apply for an increase 
in its authorized share capital of at least 
5,000,000 additional shares without nominal 
or par value and to reserve 2,475,000 shares 
thereof to satisfy the exercise in full of this 
option. 


100,000 shares of the Company have been 
reserved for incentive options which may be 
granted from time to time to officers and em- 
ployees. During the year options on 45,000 
shares were granted at a price of $1.00 per 
share and on a further 5,000 shares at a price 
of $1.60 per share. The options are for a term 
of five years and become exercisable cumula- 


tively as to one-fifth of the shares under option 
each year. At December 31, 1969 none of the 
options had been exercised. 


2 INCOME TAXES: 


For income tax purposes the companies are en- 
titled to claim drilling, exploration and lease 
acquisition costs and capital cost allowances 
(depreciation) in amounts which may exceed 
the related depletion and depreciation provi- 
sions reflected in their accounts; for 1968 and 
1969 the companies do not intend to claim 
capital cost allowances in excess of recorded 
depreciation. At December 31, 1969 unclaimed 
drilling, exploration and lease acquisition costs 
of $745,000 and undepreciated capital costs of 
$215,000 remain to be carried forward and 
applied against future taxable income. 


The Accounting and Auditing Research Com- 
mittee of The Canadian Institute of Chartered 
Accountants recommends income tax alloca- 
tion for all differences in the timing of deduc- 
tions for tax and accounting purposes. How- 
ever, with respect to drilling, exploration and 
lease acquisition costs, the recommendation is 
questioned by the petroleum industry and this 
treatment has therefore not been applied to 
such differences in the timing of deductions for 
tax and accounting purposes. This view con- 
forms with general practice in the oil and gas 
industry and is accepted by accounting author- 
ities outside Canada. 


If the tax allocation basis had been followed 
for all timing differences between taxable in- 
come and reported losses the income statement 
would have reflected a charge for deferred 
income taxes in 1969 of $ 22,000 and a credit 
for deferred income taxes in 1968 of a minor 
amount. The accumulated income tax reduc- 
tions to December 31, 1969 approximate 
$875,000 after including the accumulated tax 
reductions of subsidiaries at dates of acquisi- 
tion amounting to $769,000. 


6. STATUTORY INFORMATION: 
The aggregate direct remuneration paid by the 


Company and its subsidiaries to all directors 
and senior officers of the Company was 
$82,130 for the year ended December 31, 1969. 


7. DUBSEQUENTEVENT: 


By an agreement dated January 23, 1970 the 
Company agreed to purchase all of the shares 
of Junior Oils Ltd. in consideration for the 
issue of 25,000 shares of the Company and 
the payment of $300,000. 


Bralorne Can-Fer Resources Limited 
Annual Report 1969. 
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